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Docket No. RE-00000A-~u I-uouzs
IN THE MATTER OF THE
PROPOSED NET METERING
RULES FOR THE PROPOSED
RULEMAKING ON NET
METERING

ARIZONA PUBLIGSERVICE COMPANY'S
COMMENTS TO PROPOSED ORDER FOR
THE PROPOSED RULEMAKING
REGARDING NET METERING

Arizona  P ublic  S e rvice  Compa ny ("AP S " or

Comme nts  to the  Arizona  Corpora tion Commis s ion ("Commis s ion" or "ACC") on S ta ffs

P ropos e d  Orde r in  The  Ma tte r o f P ropos e d  Rule ma king  Re ga rd ing  Ne t Me te ring

("Proposed Net Metering Order") .

the  "Compa ny") he re by s ubmits

I. In tro d uc tio n .

On J a nua ry 4, 2008, AP S  file d Comme nts  in  re s pons e  to  S ta ffs  Re que s t for

Written Comments  to Proposed Ne t Me te ring Rule s . On Februa ry 1, 2008, S ta ff revised

the  Proposed Ne t Me te ring Rules , incorpora ting many of the  comments  of the  inte re s ted

pa rtie s . On Februa ry 12, 2008, APS filed comments  to S ta ffs  Revised Dra ft of Proposed

Ne t Me te ring Rule s . On Fe brua ry 21, 2008, S ta ff file d a  P ropos e d Ne t Me te ring Orde r

and the  Proposed Ne t Me te ring Rule s . APS apprecia te s  S ta ffs  e fforts  in this  ma tte r and

taking into cons ide ra tion a ll inte re s ted pa rtie s  comments  in dra fting the  la te s t ve rs ion of

Proposed Net Metering Rules, but APS still has several concerns as  described herein.

II. Comments on Proposed Net Metering Rules
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Upon review of the Proposed Net Metering Rules, APS reiterates its previous

concerns of defining a net metering facility to include facilities that use non-renewable

fuel, and allowing such facilities to be sized up to 125% of the net metering customers

connected load or peak demand. Specifically, APS continues to express concerns that: (1)
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the  de finition of Combine  He a t a nd P owe r ("CHP ") a s  propos e d a nd include d in the

de fin ition  of Ne t Me te ring  Fa cility purs ua nt to  R-l4-2-2302 .M.3 , will inc lude  non

renewable  fue led sys tems (i.e ., na tura l gas  and diese l) in the  ne t metering program, which

would be  contra ry to the  us ua l inte nt a nd purpos e  of ne t me te ring, a nd (2) by a llowing

facilitie s  to be  s ized up to "125% of cus tomers  tota l connected load" (R-14-2-2302.M.4)

or "l25% of cus tome rs  pe a k de ma nd" (Rl4-2-2303.B), could ca us e  the  utility to incur

unne ce s s a ry e xpe ns e s  to incre a s e  the  ca pa city of its  loca l dis tribution s ys te m to a llow

ge ne ra tion output to the  utility grid during low loa d pe riods , or a t a  minimum, could

cre a te  e le ctrica l ove rloa d on the  e xis ting fa cilitie s , a nd (3) inte rconne ction mus t comply

with the  inte rconnection requirements  e s tablished from Docke t No. E-00000A-99-43 l, In

the  Ma tte r o f In te rconne ction  of Dis tribu te d  Ge ne ra tion  Fa c ilitie s  in  the  Ge ne ric

Inves tiga tion of Dis tributed Genera tion and the  proposed Rulemaking ordered by Decis ion

No. 69674 in tha t docke t

Ne t Me te rin g
genera tion

Fac ilities s hould be limite d to renewable

APS s upports  a  prope rly de s igne d ne t me te ring progra m. By prope rly de s igne d

APS  me a ns  a  progra m tha t (1) e ncoura ge s  dis tribute d re ne wa ble  ge ne ra tion, a nd (2)

a llows  re cove ry of cos ts  to provide  s e rvice . Be ca use  the  Propose d Ne t Me te ring Rule s

should be  de s igne d a nd de ve lope d to promote  re ne wa ble  re source s , APS oppose s  the

de finition of CHP  a s  propos e d a nd include d in the  de finition of Ne t Me te ring Fa cility

pursua nt to R-14-2-2302.M.3, be ca use  it would a lso a llow for the  subs idiza tion of non
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renewable  energy (e .g. natural gas, diesel) under the  guise  of net metering

APS recommends  tha t the  Commiss ion e ithe r remove  CHP in its  entire ty from the

de fin ition  o f Ne t Me te ring  Fa c ility con ta ine d  in  R-14-2 -2302 .M.2 , o r mod ify the

de finition to be  cons is te nt with the  Re ne wa ble  Ene rgy S ta nda rd a nd Ta riff, R14-2

1802(B)(5), which de fine s  Re ne wa ble  Combine d He a t a nd Powe r or RCHP a s

Dis tributed Gene ra tion Sys tem, fue led by an Eligible  Renewable  Ene rgy Resource , tha t
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produce s  both e le ctricity a nd us e ful re ne wa ble  proce s s  he a t." If the  Commis s ion  is

incline d to a llow non-re ne wa ble  fa cilitie s  to be  include d in ne t me te ring, a t a  minimum,

APS recommends  tha t the  Commiss ion require  tha t a ll e ligible  CHP sys tems  be  required

to me e t a ll PURPA s ta nda rds  for e fficie ncy a nd e ffe ctive  utiliza tion of he a t production

othe rwise  applicable  to a  Qua lifying Facility.

2.

AP S  would s ugge s t tha t 100% be  us e d ins te a d of 125% of pe a k de ma nd whe n

de te rmining the  ma ximum ge ne ra tion ca pa city to qua lify for ne t me te ring s e rvice . A

review of the  Proposed Rules  revea ls  a  revis ion to section R-l4-2-2302.M.4, in which the

te rm "peak demand" was  replaced with the  te rm "tota l connected load" a s  the  qua lifying

crite ria  for a  Ne t Me te ring Fa cility. "Tota l conne cte d loa d" ha d be e n re move d from a n

earlie r dra ft of the  ne t mete ring rules  a t the  reques t of severa l inte res ted partie s  including

APS. The  conce rn wa s  tha t tota l conne cte d loa d is  a  numbe r difficult to de te rmine  with

a ny pre cis ion a nd the  te rm wa s  re pla ce d by "pe a k de ma nd" in the  ne t me te ring rule

de finition ve rs ion is s ue d Fe brua ry l, 2008. This  la te s t la ngua ge  cha nge  cre a te s  a

dis cre pa ncy be twe e n the  la ngua ge  of s e ction R-14-2-2302.M.4 a nd the  la ngua ge  of

s e ction R-l4-2-2303.B, which re ta ins  the  te rm pe a k de ma nd a s  the  qua lifying crite ria .

APS propose s  re pla cing the  te rns  "tota l conne cte d loa d" with "pe a k de ma nd" in R-l4-2-

2302.M.4, to provide  for consis tency be tween the  two sections .

In addition, a lthough APS des igns  its  dis tribution facilitie s  to se rve  the  cus tomers

expected peak demand, customers  expected peak demand (load) can often be  50% or less

than the  cus tomers  tota l connected load. It is  invariably less  than 100% of connected load

(which its e lf ca n be  difficult to de te rmine ). Allowing a  ge ne ra ting fa cility to be  s ize d up

to 125% of the  peak demand or tota l connected load could require  the  utility to increase

the  capacity or could cause  e lectrica l overload as  described above . It is  more  appropria te

to limit cus tome r's  ge ne ra tion to no more  tha n 100% of the  cus tome r's  e xpe cte d pe a k

demand. This  would  a llow s iz ing of the  loca l d is tribution s ys te m to  be  cons is te nt

Sizing  o f Net Metering  Fac ilities
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rega rdle s s  of whe the r or not the  cus tomer had or la te r a cquired a  gene ra ting facility. To

do o the rwis e  could  re quire  a dditiona l d is tribu tion  inve s tme nt to  in te rconne ct the

cus tomer.

As  a n e xa mple , a s s ume  a  cus tome r ha s  a  500 kW e xpe cte d pe a k de ma nd. The

Co mp a n y wo u ld  typ ic a lly s iz e  its  tra n s fo rme r to  s e rve  th is  lo a d  with  a  7 5 0  kA

transformer. It is  not uncommon for a  cus tomer's  actua l peak demand to be  in the  range  of

50% of its  tota l connected load. One  measure  of connected load could be  the  equiva lent

demand of a  cus tomer's  facility if the  cus tomer turned on every e lectrica l device  within its

fa cility. For this  cus tome r, the  conne cte d loa d would the n be  1000 kw. There fore ,

a llowing s izing a  ge ne ra tor a t 125% of the  conne cte d loa d would re s ult in a  ge ne ra tor

ra te d a t 1250 kw. Assuming the  night time  load on this  cus tomer drops  to less  than 100

kw, the  peak power flow back onto the  grid could be  ove r 1100 kw, the re fore  requiring a

tra ns fonne r ra te d 1500 kA, ra the r tha n 750 kA. This  would re s ult in a n incre a s e d cos t

of loca l cons truction of approximate ly 150% of the  normal cos t to se rve  this  cus tomer.

Fina lly, there  should be  language  in the  Proposed Net Metering Rules  tha t provides

tha t inte rconne ction mus t comply with the  inte rconne ction re quire me nts  a s  de s cribe d

above . Attachment A is  a  redline  ve rs ion of the  Proposed Ne t Me te ring Rules  with APS '

recommended revis ions .

RESPECTFULLY submitted this  6th day of March, 2008 .

P INNACLE WES T CAP ITAL CORP .
Law Depa rtment
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Bv: <t

/ Thomas L. Mum aw
Attorneys  for Arizona  Public Se rvice  Company
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S NELL & WILMER L.L.P .

,</ _Q t , £)
Robert J . Ma th

Attorneys  for Arizona  Public Se rvice  Company

By:
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Attachment A

Proposed Net Metering Rules

ARTICLE 23. NET METERING

R14-2-2301.
"

R14-2-2302.

Applica bility

De finitions

R14-2-2303. Re quire me nts  a nd Eligibility

R14-2-2304.

R14-2-2305.

Metering

New or Additional Charges

R14-2-2306. Billing for Net Metering

R14-2-2307. Net Metering Tariff

R14-2-2308. Filing and Reporting Requirements
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R14-2-2301. Ap p lic a b ility
Th e s e  R u le s  g o v e rn  th e  t re a tm e n t  o f E le c tric  Utility C u s to m e rs  in  Ariz o n a  wh o  wis h  to
inte rconne ct with the  Ele ctric  Utility which s e rve s  the m a nd e nga ge  in Ne t Me te ring ope ra tion a s
de fine d be low. The s e  Rule s  a pply to a ll Ele ctric Utilitie s , a s  de fine d in the s e  Rule s .

R14-2-2302. De fin itio n s
For purpos e s  of this  Article , the  following de finitions  a pply unle s s  the  conte xt re quire s  othe rwis e :
A. "Avo ide d  Cos ts " m e a ns  the  inc re m e n ta l c o s ts  to  a n  E le c tric  Utility fo r e le c tric  e ne rgy o r

ca pa c ity or both  which, but for the  purcha s e  from the  ne t me te ring fa c ility, s uch utility would
ge ne ra te  its e lf or purcha s e  from a nothe r s ource .
"Bioma s s " me a ns  a ny ra w or proce s s e d pla nt-de rive d orga nic  ma tte r a va ila ble  on a  re ne wa ble
ba s is , including de dica te d e ne rgy crops  a nd tre e s , a gricultura l food a nd fe e d crops , a gricultura l
crop wa s te s  a nd re s idue s , wood wa s te s  a nd re s idue s , including la nds ca pe  wa s te , right of wa y
tre e  trimmings , or s ma ll dia me te r fore s t thinkings  tha t a re  12 inch in dia me te r or le s s , de a d a nd
downe d fore s t products , a qua tic  pla nts , a nima l wa s te s , othe r ve ge ta tive  wa s te  ma te ria ls , non-
ha za rdous  p la n t ma tte r wa s te  ma te ria l tha t is  s e g re ga te d  from o the r wa s te ,  fo re s t re la te d
re s ource s  s uch  a s  ha rve s ting  a nd  mill re s idue , p re -comme rc ia l th inkings , s la s h  a nd  brus h ,
mis ce lla ne ous  wa s te  s uch a s  wa s te  pe lle ts , cra te s , a nd dunna ge , or re cycle d pa pe r fibe rs  tha t
a re  no  longe r s u ita b le  fo r re c yc le d  pa pe r p roduc tion , bu t no t inc lud ing  pa in te d , tre a te d  o r
p re s s u rize d  wo o d ,  wo o d  c o n ta m in a te d  with  p la s tic s  o r m e ta ls ,  tire s  o r re c yc la b le  p o s t-
cons ume r wa s te  pa pe r.
"Bioga s " me a ns  ga s e s  tha t a re  de rive d from pla nt-de rive d orga nic ma tte r, a gricultura l food a nd
fe e d ma tte r, wood wa s te s , a qua tic  p la nts , a n ima l wa s te s , ve ge ta tive  wa s te s  or wa s te  wa te r
tre a tme nt fa cilitie s  us ing a na e robic  dige s tion or from municipa l s olid wa s te  through a  dige s te r
proce s s , a n oxida tion proce s s  or othe r ga s ifica tion proce s s .

He a t a n d  P o we r" o f "C HP " (a ls o  kn o wn a s  coge ne ra tion) me a ns  a  s ys te m tha t
ge ne ra te s  c loctric ity a nd us e ful the rma l e ne rgy in a  s ingle , inte gra te d s ys te m. "Commis s ion"

B.

E.

c.

D.

F .

G.

H.
I.
J .

me a ns  the  Arizona  Corpora tion Commis s ion.
"Ele c tric  Utility" or "Utility" me a ns  a n  e le c tric  d is tribution compa ny tha t cons truc ts , ope ra te s ,
a nd ma inta ins  the  e le ctrica l dis tribution s ys te m for the  re ce ipt a nd/or de live ry of powe r.
"E le c tric  Utility Cus tome r" or "Cus tome r" me a ns  a n  e nd-us e  re ta il Cus tome r s e rve d  unde r a
Utility's  ra te  s che dule .
"Fue l Ce ll" me a ns  a  de vice  tha t conve rts  the  che mica l e ne rgy of a  fue l dire c tly into e le c tric ity
without inte rme dia te  combus tion or the rma l cyc le s . For purpos e s  of the s e  Ne t Me te ring rule s ,
the  s ource  of the  che mica l re a ction mus t be  de rive d from Re ne wa ble  Re s ource s .
"Ge othe rma l" me a ns  he a t from within the  e a rth's  s urfa ce .
"Hydroe le ctric" me a ns  the  kine tic  e ne rgy de rive d from moving wa te r.
"Ne t Me te ring" me a ns  s e rvic e  to  a n  E le c tric  Utility Cus tome r unde r wh ic h  e le c tric  e ne rgy
ge ne ra te d  by or on  be ha lf o f tha t E le c tric  Utility Cus tome r from a  Ne t Me te ring  Fa c ility a nd
de live re d  to  the  Utility's  loc a l d is tribu tion  fa c ilitie s  ma y be  u s e d  to  o ffs e t e le c tric  e ne rgy
provide d  by the  E le c tric  Utility to  the  E le c tric  Utility Cus tome r during  the  a pp lica b le  b illing
pe riod.
"Ne t Me te ring Cus tome r" me a ns  a ny Arizona  Cus tome r who choos e s  to ta ke  e le ctric  s e rvice  in
the  ma nne r de s c ribe d  in  the  de fin ition  o f Ne t Me te ring  a bove , a nd  unde r the  Ne t Me te ring
ta riff, a s  de s cribe d in Ri4-2-2307.
"Ne t Me te ring Fa cility" me a ns  a  fa c ility for the  production of e le c tric ity tha t:
1. Is  o p e ra te d  b y o r o n  b e h a lf o f a  Ne t Me te rin g  C u s to m e r a n d  is  lo c a te d  o n  th e  Ne t

Me te ring Cus tome r's  pre mis e s .
Is  inte nde d prima rily to  provide  pa rt or a ll of the  Ne t Me te ring Cus tome r's  re quire me nts
for e le c tric ity,

K.

L.

2.
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P Attachment A
3.
4.

5.

Uses Renewable  Resources, a  Fuel Cell, or QHPRCHP to gene ra te  e lectricity,
Ha s  a  ge ne ra ting  ca pa c ity le s s  tha n  o r e qua l to  l2<%l()()% o f th e  Ne t Me te rin g
Customer's expected peak demandtotul conne cte d loa d, or in the  a bs e nce  of cus tome r
load da ta  capacity le ss  than or equa l to 100 kw, and
Is  inte rconne cte d with a nd ca n ope ra te  in pa ra lle l a nd in pha se  with a n Ele ctric Utility's
e xis ting dis tribution sys te m.

"Re ne wa ble  Re source s" me a ns  na tura l re source s  tha t ca n be  re ple nishe d ra pidly by na tura l
processes . Renewable  Resources  include  Biogas , Biomass , Geothe rma l, Hydroe lectric, Sola r,
or Wind.
"RCHP " or "Re ne wa ble  Combine d He a t a nd P owe r" (a lso known a s  coge ne ra tion) me a ns  a
dis tribute d  ge ne ra tion  s ys te m, fue le d  by a n  Elig ib le  Re ne wa ble  Ene rgv Re s ource . tha t
produce s  both e le ctricity a nd use ful re ne wa ble  proce ss  he a t. Qua lifying RCHP sys te ms  sha ll
me e t a ll P URP A e fficie ncy a nd e ffe ctive utiliza tion  of he a t production  s ta nda rds  for a
Qua lifying Fa cility ce rtifica tion.
"S ola r" me a ns  s ola r ra dia tion or he a t from the  Ea rth's  S un tha t produce s  e le ctricity from a
device  or system designed for tha t purpose .
"Wind" me a ns  e ne rgy de rive d from wind move me nt a cross  the  Ea rth's  surfa ce  tha t produce s
e lectricity from a  device  or sys tem des igned for tha t purpose .

Fe

R14-2-2303. Re quire me nts  a nd  Elig ib ility
A. An Ele ctric Utility s ha ll inte rconne ct with a ny re ta il Cus tome r who ope ra te s  a  Ne t Me te ring

Fa cility in the  Ele ctric Utility's  s e rvice  te rritory.
Fa cilitie s  with a  ge ne ra ting ca pa bility gre a te r tha n l2 5 % l0 0 % of the  cus tomer's  peak demand
sha ll require  a  specia l contract be tween the  Utility and the  Customer.
Inte rconnection must be  in accordance  with the  Commiss ions inte rconnection requirements  and
Rule s  lOt Dis tribute d Ge ne ra tion;

R14-2-2304. Metering
If the  me te r tha t is  curre ntly ins ta lle d on the  Ne t Me te ring Fa cility is  inca pa ble  of re gis te ring
a nd a ccumula ting the  kilowa tt-hours  ("kwh") of e le ctricity flowing in both dire ctions  in e a ch
billing pe riod, a  bi-dire ctiona l me te r with tha t ca pa bility sha ll be  ins ta lle d by the  Ele ctric Utility
to re cord the  kph of e le ctricity in both dire ctions .

Rl4-2-2305. Ne w or Additiona l Cha rge s .
A. Any propose d cha rge  tha t would incre a se  a  Ne t Me te ring Cus tome r's  cos ts  be yond those  of

o th e r cu s to me rs  in  th e  s a me  ra te  c la s s  s h a ll b e  file d  b y th e  E le c tric  Utility with  th e
Commis s ion for a pprova l. The  filings  s ha ll be  s upporte d with cos t of s e rvice  s tudie s  a nd
benefit/cost analyses.
Ne t Me te ring cos ts  s ha ll be  a s s e s s e d on a  nondis crimina tory ba s is  with re s pe ct to othe r

customers  with s imila r load_characte ris tics .

n.

M.

B.

c.

p .

o.

B.

R14-2-2306. Billing  fo r Ne t Me te ring
A. On a  monthly ba s is , the  Ne t Me te ring Cus tome r s ha ll be  bille d or cre dite d ba s e d upon the

ra te s  a pplica ble  unde r the  Cus tome r's  curre ntly e ffe ctive  s ta nda rd ra te  s che dule  a nd a ny
appropria te  rider schedules .

B. The  billing pe riod for ne t me te ring will be  the  s a me  a s  the  billing pe riod unde r the  Cus tome r's
applicable  standard ra te  schedule .

C. If the  kph  s upp lie d  by the  E le c tric  Utility e xce e d  the  kph  tha t a re  ge ne ra te d  by the  Ne t
Me te ring  Fa cility a nd  de live re d  ba ck to  the  E le c tric  Utility during  the  Billing  P e riod , the
Cus tome r s ha ll be  bille d for the  ne t kph s upplie d by the  Ele ctric Utility in a ccorda nce  with the
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ra tes and charges under the Customer's  standard rate  schedule .
D. If the  e le ctricity ge ne ra te d by the  Ne t Me te ring Cus tome r e xce e ds  the  e le ctricity supplie d by the

Ele ctric  Utility in  the  Billing  P e riod, the  Cus tome r s ha ll be  cre dite d  during the  ne xt Billing
P e riod for the  e xce s s  kph ge ne ra te d. Tha t is , the  e xce s s  kph during the  Billing P e riod will be
use d to re duce  the  kph supplie d (not kW or kA de ma nd or cus tome r cha rge s ) a nd bille d by the
Ele ctric Utility during the  following Billing P e riod.

E. Cus tome rs  ta king s e rvice  unde r time -of-us e  ra te s  who a re  to re ce ive  cre dit in a  s ubs e que nt
Billing P e riod for e xce s s  kph ge ne ra te d sha ll re ce ive  such cre dit during the  ne xt Billing P e riod
during the  on- or off-peak pe riods  corre sponding to the  on- or off-peak pe riods  in which the  kph
were  generated by the  Customer.

G. Once  e a ch ca le nda r ye a r the  Ele ctric Utility s ha ll is s ue  a  che ck or billing cre dit to  the  Ne t
Mete ring Customer for the  ba lanceof any credit due  in excess  of amounts  owed by the  Customer
to the  Ele ctric Utility. The  pa yme nt for a ny re ma ining cre dits  s ha ll be  a t the  Ele ctric Utility's
Avoide d Cos t. Tha t Avoide d Cos t sha ll be  cle a rly ide ntifie d in the  Ele ctric Utility's  Ne t Me te ring
ta riff

R14-2-2307. Ne t Me te ring  Ta riff
A. Ea ch Ele ctric Utility s ha ll file , for a pprova l by the  Commis s ion, a  Ne t Me te ring ta riff within 120

da ys  from the  e ffe ctive  da te  of the se  rule s , including fina ncia l informa tion a nd supporting da ta
sufficie nt to a llow the  Commiss ion to de te nnine  the  Ele ctric Utility's  fa ir va lue  for the  purpose s
of e va lua ting a ny spe cific propose d cha rge s . The  Commiss ion sha ll is sue  a  de cis ion on the se
filings  within 120 da ys .

B. The  Ne t Me te ring ta riff s ha ll s pe cify s ta nda rd ra te s  for a nnua l purcha s e s  of re ma ining cre dits
from Ne t Me te ring Fa cilitie s  a nd ma y s pe cify ca pa city limits . If ca pa city limits  a re  include d in
the  Tariff, such limits  must be  fully jus tified us ing appropria te  loads  and resource  da ta .

C. Ele ctric utilitie s  ma y include  s e a s ona lly a nd time  of da y diffe re ntia te d a voide d cos t ra te s  for
purcha se s  from Ne t Me te ring Cus tome rs , to the  e xte nt tha t Avoide d Cos ts  va ry by se a son a nd
time  of da y.

Rl4-2-2308. Filing  a nd  Re porting  Re quire me nts
A. P rior to  Ma y 1  of e a ch  ye a r, e a ch  Ele ctric  Utility s ha ll file  a  re port lis ting  a ll e xis ting  Ne t

Mete ring Facilitie s  and the  inve rte r power ra ting or gene ra tor ra ting a s  of the  end of the  previous
calendar year.

B. Als o include d in this  re port s ha ll be , for e a ch e xis ting Ne t Me te ring Fa cility, the  monthly pe a k
demand de live red to and from the  Electric Utility and the  monthly amount of ene rgy de live red to
a nd from the  Utility.


